Abstract: European Funds are considered to be o reliable solution for emerging economies from Eastern Europe. These funds are granted by European Union to reduce the gap between countries and to ensure a harmonized development at the level of this group of countries that decided to act together as a united economic entity. In fact, European Funds are previously obtained from taxes applied to all European citizens and redistributed by European Institutions in accordance with predefined principles and rules. The redistributive effect is always present in such situation and has clear impact on economies that are net paying for these funds and on economies that are net benefiting from them. This paper presents the results of a quantitative analysis at the level of ten Eastern European Countries (EEC countries) on the social and economic impact of these funds based on panel regression methodology.
Introduction
European Union was created to encourage the markets and exchanges of goods, services, capital and human resources among member countries. Starting as a free trade area on energy sector, the economic entity evaluated into more sophisticated integration forms being now closed to economic, monetary and political union. The integration process also included more and more countries interested to become part of this very complex process. Today European Union is a powerful and dynamic construction facing with more and more challenges and problems. Local and national authorities agreed to transfer authority to European level, creating institutions and policy instruments for strengthening the integration effort. The integration of Eastern European Countries (EEC countries) generated more opportunities for whole EU members but induced additional problems and financial efforts for existing members. The financial support granted by European Union to these countries takes various forms and programs, it is substantial and it is submitted to have a positive social and economic impact on such emerging economies, in accordance with development priorities established by European Commission.
European Funds and socio-economic development
The most important financial instruments proposed by European Union are: (a) European Regional Development Fund (ERDF) created to ensure economic and social cohesion between member countries through investment in infrastructure, investment in sustainable jobs, providing financial support for SMEs, innovation and information society; (b) Cohesion Fund created to provide financial support for transport infrastructure, renewable energy and environment protection combined with promotion of stronger cohesion and solidarity and (c) European Social Fund created to diminish the gaps in terms of wealth and living conditions across EU countries with specific financing schemes for improving human resources, increasing the adaptability of labour force and companies, for better labour market accessibility and for an improved social inclusion.
According to the available data regarding allocation of these funds at the level or Eastern European countries (KPMG reports, 2008 (KPMG reports, -2013 European Funds are submitted to contribute to the development of European countries, to improve the infrastructure, to improve human resources, to boost R&D and innovation. In fact there is a different perspective on this social and economic role of such financing schemes: the funds are extracted from taxes transferred from local and national level to European level in order to be sent back to national level (authorities) in order to be redistributed through different financing programs that require projects and application efforts done by existing private or public operators. When 1000 EUR are initially collected from taxes by local / national public authorities there is a cost associated to this effort. When this amount of 1000 EUR is transferred to European Commission additional costs associated to the administrative stuff occurred. The 1000 EUR that is coming back to national level requires more administrative costs to redistribute this amount of money back to applicants for financing programs. If the administration in a member country is very bureaucratic and corrupted more costs are involved (with funds that are wrongly allocated, wasted or even robbed). All the intermediaries of these funds have no strong contact with the payers of funds (the real provider of funds is not European Commission but European citizens) and with the final beneficiaries of them. Moral hazard and errors are always submitted to occur in such complex schemes. Moreover, the positive impact on the target countries is inconclusive, the case of Greece or Ireland that registered important absorption rate in the last decades is relevant for the discussion about the socio-economic effect. The less developed countries adopted a passive attitude always waiting for allocation paid by contributors from other countries more involved in the productive processes, innovation and exchanges (including export). If initially European Union was developed as a complex agreement for common markets and for facilitating production and exchanges among members, today European Union was transformed in a financing and redistributive vehicle of wealth from more developed countries to less ones through so called European Funds. The interest for public policies and rules to redistribute such wealth significantly increased in past decades. The market mechanisms that distribute the wealth based on the capacity of producing and selling wanted economic goods was slightly substituted by institutional mechanisms of redistribution developed at the level of supra-national level. Starting with the introduction of Euro and consequently monetary mechanisms, the situation became more complicated (monetary policy is used now to finance the public deficits and debts accumulated).
The impact of European Funds on economic growth or development became a research topic in the last years with interesting and conclusive results.
Rodríguez As we can see from relevant economic literature, the impact of European Funds on economic development of EU member states is considered to be often reduced, even negative.
Data and research methodology
The data used in this research are including as explanatory variable the absorption ratio (ABR) measured as total annual payments made for European funded projects contracted by different private and public operators from the countries from Eastern Europe. The dependent variables selected to be explained by this absorption ratio were classified into three different classes of indicators:
-Class A: Economic development (GDP per capita annual growth rate -RGDPCAP and GDP annual growth rate -RGDP); -Class B: Social development (People at risk of poverty or social exclusion -POV; Long term unemployment rate -LTUN; Lifelong learning rate -LLR and Inequality of income distribution -INCDIST); -Class C: Competitiveness (Exports as share in world exports -X; Exports of high tech as share in total exports -HTEXP and Business enterprise R&D expenditure by economic activity -RD).
Our research hypothesis is to obtain a positive and statistical relevant relationship between all indicators included in the classes referring to economic development and competitiveness and absorption effect and a negative and statistical relevant relationship between long term unemployment rate, people at risk of poverty or social exclusion and inequality of income distribution.
A positive and statistical relevant relationship is expected also between lifelong learning rate (LLR) and absorption rate (ABR).
The idea is to test if absorption ratio improved the economic development and competitiveness and reduced the social difficulties in analysed countries.
The The unit root test for panel of countries (see Table 2 ) revealed that variables included in the model have stationary behaviour (mean, variance and covariance are not shifting over the time in this panel of data). We used to test the stationary behaviour the Levin, Lin and Chu test (2002) . The method used to test the relevance of absorption rate (ABR) on selected dependent variables is pooled LS regression with fixed effects (that assumes a constant intercept over the time. 
Results
According to Pooled OLS Regressions run on data series we obtained the following results (see Table 3 and Table 4 ): -The impact of European Funds absorption ratio (ABR) on GDP per capita growth rate (RGDPCAP) is positive and statistically significant; -The same impact is registered in case of GDP growth rate (economic development); -A positive but not significant impact is registered on POV -People at risk of poverty or social exclusion (meaning that higher absorption ratio is positively correlated with this indicator). The explanation could be that crisis time significantly increased the risk of poverty and social exclusion and European Funds are not able to reduce this social problem.
-A positive impact but statistically significant is registered on LTUNLong term unemployment rate. The allocation of European Funds at the level of Eastern European Countries seems to have a very limited (reduced) influence on long term job creation process (higher absorption rate is corresponding to a higher long term unemployment rate); -Lifelong learning rate (LLR) is positively and statistically significant correlated with absorption rate (meaning that higher absorption of European Funds produced an improvement on human resource);
-Inequality of income distribution -INCDIST is not statistically explained by absorption ratio at the level of Eastern European Countries. Moreover, the correlation is positive meaning that a higher absorption ratio is corresponding to a higher inequality of income distribution.
-A positive but not significant relationship is identified in case of correlation between absorption and Exports as share in World exports (EXP). The countries with a higher absorption ratio registered an improved share of their exports in total world exports; -A negative relationship but not significant is revealed in case of Exports of high tech as share in total exports -HT Exports. The idea is that the countries with a higher absorption ratio for European Funds innovated less in terms of trading such high tech products. Anyway, current economic crisis significantly changed the length of production process and adjusted the efforts and allocation for innovating and producing high tech products. European Funds had limited impact on this specific advanced sector; -The impact of absorption ratio on Business enterprise R&D expenditure by economic activity -RD is positive and statistically relevant meaning that countries with higher absorption ratio registered higher volume and intensity of private R&D allocation. Funds, especially on social development and competitiveness could be explained by at least two reasons: 1. European Funds are obtained from taxes applied to European citizens and business sector and have a very important redistributive role (being also significantly reduced by expenditures for keeping alive this system at local and European level) and 2. A lot of projects financed by such public funds are not truly investments producing real profits / returns after the implementation or construction phase. Therefore, the economic growth model proposed by European Union is very problematic, especially during crisis time.
